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Experts predict a 21% increase in the consumer price index for October. According to surveys by the
University of Sao Paulo's economic research institute (Fundacao Instituto de Pesquisa EconomicaFIPE), basic consumer goods prices rose an average 40% in the first half of the month. According
to Mario Amato, president of the Sao Paulo Federation of Industries (FIESP), "The situation is
quite bad. We are on the verge of a new recession." Albano Franco, president of the National
Confederation of Industries, said, "Everybody is neck deep in debt, and the Christmas bonus,
which should be partially distributed in early November, will most likely be used to pay overdue
obligations." Most Brazilian firms have cut production by about 40%, and inventories are adequate
for another 60 days or more. Despite a 20% drop in sales, the National Commerce Commission
says prices continue to go up. Automobile manufacturers raised prices by 27% early this month,
and are planning to implement another hike. The government has announced plans to reestablish
price controls. Faced with declining sales, Brazilian firms have resorted to letting employees go on
collective leave, or firing them. According to Walter Barelli, technical consultant of the Bureau of
Socio-economic Statistics and Studies (DIESSE), "Local...companies have not yet turned to mass layoffs because it costs more to give severance pay to employees." After the ice cream firm Brastemp
laid off about 1,000 employees early last week, several other companies followed suit. (Basic data
from Inter Press Service, 10/17/91)
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